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Section 3 Urgent measures to strengthen locational competitiveness 
In the age when enterprises choose countries, strengthening locational competitiveness is 

indispensable for Japan to prevent the hollowing out of industry and accomplish sustainable economic 
growth. In this section, measures to be taken swiftly are discussed. 
 
1. Reduction in corporate taxes to reinforce the competitive edge of enterprises 

When enterprises choose business locations, market conditions are an important factor, while the 
burden levels of social security and others, including effective corporate tax rate, are also important. 

In Japan, the tax reforms in the late 1990s lowered the effective corporate tax rate, and since then it 
has remained almost unchanged until the recent reduction. Meanwhile, effective corporate tax rates 
have been lowered in many OECD and EU countries, along with the expansion of the tax base (Figure 
4-3-1-1). 

As a result, the effective corporate tax rate in Japan has remained relatively high by international 
standards (Figure 4-3-1-2). 
 
Figure 4-3-1-1  
Effective corporate tax rate 
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Figure 4-3-1-2  
International comparison of effective corporate tax rate 

* The figures of Japan are based on the taxation in Tokyo, and the national corporate tax rate is reduced by 4.5%, resulting in 
the effective tax rate of 35.64% (For three years starting from fiscal 2012, the additional tax of 10% will be imposed as special 
corporate tax for reconstruction.)

* The figures of the U.S. are based on the taxation in the State of California.
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(1) Recent trends for corporate taxes in major countries 
(A) United States of America 

President Obama announced that the corporate tax rate world be cut from 35% to 28% under tax 
reform guidelines published in February 2012. To compensate for the resultant revenue decline, the 
abolition and reduction of the preferential tax system was incorporated in the guidelines, while further 
preferential tax treatment for the manufacturing industry was mentioned. 
 
(B) United Kingdom 

In the United Kingdom, according to the draft budget for fiscal 2012, the corporate tax was cut from 
26% to 24% in April 2012, and it will be reduced by 1% every year until 2014. (The rate will be 22% 
in April 2014.) 
 

As effective corporate tax rates have been cut in major countries, from the perspective of 
reinforcing the international competitiveness of enterprises located in Japan, the reduction of the 
effective corporate tax rate was positioned as one of 21 national strategy projects, “7. Promotion of 
Effective Corporate Tax Rate Reduction and Japan as an Asian Business Center,” in the “New Growth 
Strategy Blueprint for Revitalizing Japan,” which was approved by the Cabinet on June 18, 2010 
(Table 4-3-1-3). 
 
Table 4-3-1-3  
New Growth Strategy Blueprint for Revitalizing Japan (June 18, 2010) 

7. Promotion of effective corporate tax rate reduction and Japan as an Asian business center 
In order to reinforce the international competitiveness of enterprises located in Japan and 

encouraging foreign enterprises to choose Japan as a business location, the effective corporate tax 
rate shall be reduced to a comparative level to major countries. In this regard, all tax measures, 
including special measures concerning taxation, shall be fundamentally reviewed, and securing 
financial resources, including expanding the tax base, shall be considered. The tax rate shall be 
reduced in a step-by-step manner, bearing in mind that securing employment and improving an 
environment for the business location are pressing issues. (The rest is omitted.) 

In line with policies in the new growth strategy and from the perspectives of reinforcing the 
international competitiveness of domestic enterprises, encouraging foreign enterprises to choose Japan 
as a business location, and expanding employment and domestic investment, a bill for the fiscal 2011 
revision of the tax system, which incorporated the 5% reduction of the effective corporate tax rate, was 
passed in November 2011, and the rate will be reduced from fiscal 2012 (Table 4-3-1-4). For three 
years starting from fiscal 2012, the additional tax of 10% will be imposed as special corporate tax for 
reconstruction (Figure 4-3-1-5). 
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Table 4-3-1-4  
Outline of integrated reform of social security and taxation systems (February 17, 2012) 

3. Corporate taxation 
For corporate taxation, it is necessary to maintain and improve the competitive edge of 

enterprises, ensure and encourage enterprises to choose Japan as a business location, and expand 
employment and domestic investment, while taking into account such factors as international 
collaboration. 

From this perspective, in the fiscal 2011 revision of the tax system, the corporate tax rate is 
reduced by 4.5% (applied starting from fiscal 2012), along with the expansion of the tax base. As 
for reduced tax rate for small and medium-sized enterprises (SMEs), the rate is reduced, along with 
a review of special measures concerning taxation related to SMEs. (The rest is omitted.) 

Figure 4-3-1-5  
Image of corporate tax rate reduction (for national taxes) and special corporate tax for reconstruction 
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2. Attracting global enterprises with proactive initiatives being called on 
As global enterprises establish business bases in Japan and introduce new technologies and 

management methods therein, domestic markets will become increasingly active. With the 
intensification of international competition in attracting enterprises, Japan is called on to take 
proactive initiatives. 
 
(1) Toward promoting Japan as an Asian business center 

With the recent Asian emerging countries’ reinforcement of support measures to attract global 
enterprises and the relative shrinkage of Japanese markets resulting from the economic growth of 
Asian emerging countries, the withdrawal of global enterprises from Japan has occurred in a 
successive manner and Japan has been losing the leading position of an international base for business 
activities. However, global enterprises expanding into Japan will bring about new technologies, 
management methods and others in Japan, and this is indispensable to the future growth of the 
Japanese economy. With such conditions in mind and based on the “New Growth Strategy Blueprint 
for Revitalizing Japan,” which was approved by the Cabinet on June 18, 2010, the government has 
worked on attracting enterprises for high-value added bases, as typified by a research and development 
base and an Asian head office. 

After the Great East Japan Earthquake, “Basic Policy for Reconstruction from the Great East Japan 
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Earthquake” (decision of the Reconstruction Headquarters in response to the Great East Japan 
Earthquake on July 29, 2011) and “Comprehensive Measures Against the Higher Yen” (Cabinet 
decision on October 21, 2011) were established and they incorporated concrete measures to channel 
various vitalities of foreign countries into Japan under the difficult economic conditions surrounding 
Japan, marked by the effects of the Great East Japan Earthquake and the higher yen. These measures 
included reconfirming the importance of developing an investment environment to encourage global 
enterprises to establish the functions of a research and development base and an Asian head office. 

The “Basic Strategy for the Revitalization of Japan,” which was approved by the cabinet on 
December 24, 2011, declared that measures incorporated in the “New Growth Strategy” (approved by 
the Cabinet in 2010) shall be re-examined and strengthened to solve issues confronting Japan, 
including the effects of the Great East Japan Earthquake. In the basic strategy, measures for Japan as 
an Asian business center are described as follows: as part of “(1) Initiatives to Further Strengthen 
Growth Potential (Opening Up Economic Frontiers),” the government aims to create business and 
living environments that are attractive by international standards, based on the “Program for 
Promoting Japan as an Asian Business Center and Direct Investment into Japan;” and a bill for 
promoting Japan as an Asian business center shall be passed at an early date. 
 
(2) Concrete initiatives to promote Japan as an Asian business center 

Based on the aforementioned background, the government has been promoting measures for Japan 
as an Asian business center. To attract global enterprises, it is vital that the whole government should 
work together to develop the business environment for global enterprises and the living environment 
for foreigners, together with incentive measures. Thus, the “Program for Promoting Japan as an Asian 
Business Center and Direct Investment into Japan,” which comprehensively compiled related 
measures and others, was formulated on December 16, 2011. Under this program, each of the relevant 
ministries, agencies and other bodies shall steadily promote efforts to attract global enterprises. 

The program specified three targets of “increase of high-value added bases (30 cases of invitation 
per year)” “doubling of employees by foreign enterprises (0.75 million individuals → 2 million 
individuals)” and “doubling of foreign direct investment in Japan,” which shall be accomplished by 
2020. To achieve these targets, measures to be taken by the government were organized in the program. 
Specifically, individual measures shall be promoted in line with the following five pillars: 1. 
strengthening locational competitiveness of Japan by reinforcing incentive measures for global 
enterprises, including subsidy programs and tax systems; 2. encouraging investments by utilizing the 
comprehensive special zone program and others so as to create employment in local regions; 3. 
promoting the development of business environment through such methods as developing social 
infrastructure, reviewing regulations and others, improving the transparency of administrative 
procedures, and using English in administrative affairs; 4. promoting the development of a better 
living environment through such method as improving education and medical care for foreigners; and 
5. promoting the government’s PR activities to emphasize the appeal of locational environment of 
Japan and enhancing the dissemination of information to eliminate harmful rumors (Figure 4-3-2-1). 
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Figure 4-3-2-1  
Outline of program for promoting Japan as an Asian business center and direct investment into Japan 

� Targets specified in the program, which shall be accomplished 
by 2020

1. Increase of high-value added bases (30 cases of invitation per year)
2. Doubling of employees by foreign enterprises (0.75 million individuals � 2 million individuals)
3 Doubling of foreign direct investment in Japan

� Five pillars and major concrete measures

1. Improving profitability to promote investment
The government shall strengthen locational competitiveness of Japan by reinforcing incentive measures for global enterprises, including subsidy 
programs and tax systems, to create a world-class investment environment.
Subsidy program for projects promoting Asian site location, bill for promoting Japan as an Asian business center, 5% reduction of the effective corporate 
tax rate and others.

2. Utilizing the special zone system and others to lure investments
The government shall, in coordination with local governments, lure investments from home and abroad by utilizing the comprehensive special 
zone program, reconstruction special zone, and others.
International strategy comprehensive special zone, reconstruction special zone and others.

3. Developing investment environment and establishing investment support system
In order to increase the flow of people, goods and money, the government shall develop social infrastructure and review regulations and others, 
while improving transparency of administrative procedures and using English in administrative affairs.
Preferential treatment for immigration control using a point program, reinforcement of one-stop service in administrative procedures, review of 
procedures for the examination of medical equipment and medicine, promotion of using English in administrative affairs, and others.

4. Creating a more friendly living environment as an investment destination
The government shall promote the development of living environment through such method as improving education and medical care for 
foreigners.
Development of an environment friendly to foreigners in medical institutions, development of international schools and others.

5. Enhancing the dissemination of information to welcome investment
The government shall promote its PR activities to emphasize the appeal of locational environment of Japan and disseminate information to 
eliminate harmful rumors.
PR activities in international conferences and other occasions, the dissemination of information using English and others.

Decided on December 16, 2011 by the Committee for Promoting Japan 
as an Asian Business Center and Direct Investment into Japan

Source: Ministry of Economy, Trade and Industry.  

As mentioned in the aforementioned program, in order to attract global enterprises, it is effective to 
take the same measure as other Asian emerging countries, namely providing direct incentives to global 
enterprises. As such, in February 2011 the Ministry of Economy, Trade and Industry submitted to the 
177th ordinary secession of the Diet a “Bill on Special Measures Concerning the Promotion of 
Research and Development by Specific Multinational Enterprises,” which prescribes the 
implementation of measures to provide such treatment as reducing the burden of corporate tax and 
patent fees for the research and development and supervising activities of global enterprises (the bill 
has been deliberated in the 180th ordinary secession of the Diet) (Figure 4-3-2-2). 

In addition to the incentive measures in the aforementioned bill, the “Subsidy Program for Projects 
Promoting Asian Site Location in Japan,” which is designed to provide subsidies for an initial cost 
pertaining to global enterprises’ establishing high-value added bases in Japan, was launched from the 
supplementary budget for fiscal 2010, and 10 businesses were adopted for this program in December 
2011. The type of the businesses adopted includes a broad range of growth fields, including medicine, 
fuel cells, and automobile-related technology (Figure 4-3-2-3). 

Furthermore, since the Great East Japan Earthquake it has become increasingly important to 
disseminate accurate information regarding a business environment in Japan and promote PR and 
invitation activities to attract enterprises. Therefore, the government has been continuing to work on 
such measures as engaging in publication activities for global enterprises and creating matching 
opportunities with Japanese enterprises. Apart from these measures, as mentioned in the “Program for 
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Promoting Japan as an Asian Business Center and Direct Investment into Japan,” the government shall 
further encourage global enterprises to choose Japan as a business location by utilizing the 
comprehensive special zone program and others (Figure 4-3-2-4). 
 
Figure 4-3-2-2  
Outline of a bill on special measures concerning the promotion of research and development by 
specific multinational enterprises 

Patent fee

○ In order to promote attracting global enterprises to Japan for a research and development base and an Asian head 
office, the government shall implement measures to provide global enterprises approved by the relevant minister 
with such treatment as reducing the burden of corporate tax and patent fees.

(2) Asian head office(1) Research and development base 
Concentrating sophisticated researchers, etc., 
who are indispensable to innovation

Concentrating sophisticated managers, etc. 
who are indispensable in the global economy and society

Targets

Incentives

Corporate tax

Individual income tax

○ 20% income deduction for five years for approved enterprises

○ Patent fees, etc. are reduced for approved research and development business 
operators.

○ Stock acquisition rights granted by foreign parent companies to directors, etc. of 
approved enterprises are subject to the stock option taxation, and the taxation is 
deferred until the time of transfer.

* For foreign nationals who are to work at approved enterprises, period for the immigration clearance in disembarkation procedures 
(authorization of resident eligibility) is shortened (generally one month � about 10 days)

Foreign exchange law ○ For a notification pertaining to domestic direct investment, etc., a legally 
prescribed period for inaction is reduced (30 days � two weeks).

Fund-raising
○ Subscription of stock by the Small and Medium Business Investment & 

Consultation Corporation (among SMEs, stock companies with capital of more 
than 300 million yen are also subject to this.)

Source: Ministry of Economy, Trade and Industry.  

Figure 4-3-2-3  
Outline of subsidy program for projects promoting Asian site location 

Project image
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○ Construction costs for the establishment 
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required are subject to the support
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Attracting global enterprises developing 
business internationally
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Figure 4-3-2-4  
Outline of comprehensive special zone program 
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for the development of 
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the driving force for the economic 

growth of Japan

Pioneering efforts 
for regional revitalization 

with full utilization of local resources

Through two types of “comprehensive special zone,” the government aims to enhance 
international competitiveness, etc. by promoting the establishment of business bases and 

improve regional power with full utilization of local resources.

International strategy 
comprehensive special zone

Regional revitalization 
comprehensive special zone

Establishing a “forum for consultation”
between the national government and 

an implementing entity
• The national government and local regions shall work 

together in an integrated manner.
• For necessary regulation/system reforms and 

tax/fiscal/financial support measures, etc.,
consultation/improvement/implementation, etc. shall 
be conducted in a comprehensive manner.

Designating as 
“comprehensive special zone”

Proposing regulation/system reforms and 
tax/fiscal/financial support measures, etc.
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Source: Regional Revitalization Bureau, Cabinet Secretariat.  

3. Enhancement of subsidies for location meeting needs 
With the rapid progress of the hollowing out of industry resulting from the earthquake and the 

higher yen, there is growing concern about the loss of employment. In order to attract further domestic 
investment, it is vital to enhance subsidies for location as a quick-impact measure to strengthen 
locational competitiveness. 
 
(1) Implementing subsidies for domestic location to strengthen locational competitiveness 

Enterprises affected by the Great East Japan Earthquake included those forming the core of supply 
chains. Due to the impact of the lagging reconstruction of such enterprises, the production was 
suspended at downstream manufacturers of finished products for a long time, leading to a nationwide 
disruption of production. This was because: the supply chains had become complex, and downstream 
manufacturers of finished products had not fully understand the whole context of the situation; and the 
production of some of parts/materials that were difficult to substitute was concentrated in specific 
companies (Figure 4-3-3-1). 

In particular, with respect to some of parts/materials with leading global shares that were difficult to 
substitut, the impact spread to the production of finished products in countries other than Japan. 

As the risks of disruption in international supply chains became apparent, foreign governments have 
started focusing on attracting Japanese enterprises, mainly in fields of parts/materials, to take a leading 
role in the next generation industries (Figure 4-3-3-2). 
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For example, South Korea established the “comprehensive measures for parts/materials 
competitiveness,” and for 10 major core materials approximately one trillion won (about 80 billion 
yen) will be spent for R&D on domestic enterprises by 2018. Moreover, a 300 billion won 
parts/materials fund was founded mainly by the Korea Development Bank to acquire parts/materials 
enterprises overseas. Another example is that China positioned next generation vehicles as a strategy 
field and established a national policy team for electric vehicles to develop the vital parts industry 
(Figure 4-3-3-3). 

Besides, such issues as the rapid yen appreciation and concern over electricity supply that occurred 
after the great earthquake have significantly lowered locational competitiveness of Japan, causing 
some enterprises in the core fields where future growth is expected to shift production bases overseas. 
As such, there is growing concern that the hollowing out of industry accelerates immediately. Failure 
to prevent enterprises with high international competitiveness from shifting their business overseas 
would lead to the loss of long-term international competitiveness of Japanese industry, and this could 
have an adverse effect on reconstruction from the great earthquake and the revitalization of the 
Japanese economy, which had been stagnant before the earthquake. Therefore, a quick-impact measure 
to attract investment by enterprises to Japan has been highly required. 
 
Figure 4-3-3-1  
Increase of concerns over supply chain disruption 

� Manufacturers of finished products formerly presumed that “pyramid structure” was formed, in which their 
suppliers purchased parts/materials from several vendors at each pyramid level and substitutability was thus 
ensured.

� However, in reality, the supply of parts/materials is concentrated in specific companies at the sub-subcontractor 
and lower levels, and substitutability is not ensured. (“diamond structure”)

< Original presumption> <Actual status>

Pyramid structure
• A multiple number of parts/materials manufacturers 

form a broad base in each industrial group.
• Substitutability is ensured at both upstream and 

downstream levels.

Diamond structure
• The production of some parts/materials are 

concentrated in specific companies.
• When a disaster hits these companies, the whole 

supply chain will be affected.

Manufacturers 
of finished 

vehicles

Tier 2 or 
lower

Hit by 
disaster

Substitutable Substitutable Not substitutable

Source: Ministry of Economy, Trade and Industry.
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Figure 4-3-3-2  
Invitation of Japanese enterprises by foreign governments 

(When visiting Japanese enterprises for the purpose of expressing sympathy after the earthquake)
Comment: Now we understand that Japanese enterprises intend to accelerate industrial 
transformation. This is a chance to attract Japanese enterprises, and we would like to 
emphasize that our city is more superior than other cities in terms of transportation, 
hydroelectric power generation, human resources, technology and other aspects.

Q. After the earthquake was there any offer of invitation from overseas/did offers of invitation increase?
� 11 out of 161 companies answered “there was” or “increased.”
� Countries or enterprises which invited the answering companies:

China - 4 companies, South Korea - 2 companies
Singapore/Thailand/Malaysia/U.S./Canada – 1 company (respectively)
(Note) Since some companies did not answer the name of an inviting country, etc., 

the total number of the companies does not equal 11.
(Source) “Emergency questionnaire survey concerning state of 

supply chain restoration or hollowing out following 
the Great East Japan Earthquake.”
(Ministry of Economy, Trade and Industry)
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(Source) Formulated from various news reports 
by the Ministry of Economy, Trade and Industry.

Examples of industry fields 
in which foreign 

governments are competing 
in attracting companies

Solar panels

Electric vehicles

Lithium-ion batteries

Source: Ministry of Economy, Trade and Industry.

Plans to provide one-on-one consultations, with KOTRA (Korea Trade-Investment 
Promotion Agency) serving as an intermediary; intends to continue to attract 
companies through joint venture and the establishment of joint companies.

Sends a delegation in May to attract investment by Japanese enterprises; considering 
the exemption of corporate tax for three years and income tax for seven years.

 

Figure 4-3-3-3  
China’s and South Korea’s strategy for acquisition of parts/primary materials enterprises 

� Korea established the “comprehensive measures for 
parts/materials competitiveness.”

(A) For 10 major core materials approximately one 
trillion won (about 80 billion) will be spent for R&D
by 2018.

(B) A 300-billion-won parts/materials fund was founded
mainly by the Korea Development Bank to acquire 
parts/materials enterprises overseas.

� China positioned next generation vehicles as a strategy field and established a national policy team for 
electric vehicles to develop the vital parts industry.

� In March 2011, BYD, a Chinese car manufacturer, announced that it would export new energy cars, including 
electric vehicles (EV), to Europe from October to December 2012.

Source: Ministry of Economy, Trade and Industry.

10 major core materials – World Premier Material (WPM)
1. Environment-friendly Smart Surface Treated Steel Plates (POSCO)
2. Ultra-lightweight Magnesium Materials for Transport Planes (POSCO)
3. Energy-efficient Multi-function Nano Compound Materials (LG Chem Ltd.)
4. Multi-function Macromolecular Membrane Materials (Kolon Fashion 

Material)
5. Plastic Substrate Materials for Flexible Displays (Cheil Industries)
6. Electrode Materials for High Energy Secondary Batteries (Samsung SDI Co.)
7. Bio Medical Materials (AminoLogics)
8. Ultra-pure Silicon Carbon (SiC) Material (LG Innotek Co.)
9. Sapphire Single Crystal Materials for LEDs (Sapphire Technology)
10. Carbon Reducing-type Ketone Premium Textiles (Hyosung)

 

In fact, the “Basic Policy for Reconstruction from the Great East Japan Earthquake (July 29, 2011),” 
which was compiled by the Reconstruction Headquarters in response to the Great East Japan 
Earthquake, specified that subsidies for domestic location are provided for production bases and 
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research and development bases in the fields of parts/materials that constitute the core of supply chains 
and the high-value added growth fields that will help to maintain employment in the future. In 
accordance with the basic policy and others, subsidies for domestic location, the scale of which was 
significantly expanded from that of the subsidy for projects promoting location for low-carbon 
employment-creating industry (which had been highly effective in the past economic measures), were 
included in the third supplementary budget for fiscal 2011. Specifically, the budget amount was 
expanded greatly from the past subsidies for location, totaling about 500 billion yen. Moreover, the 
target fields included not only the low-carbon industry, but also the fields of parts/materials that 
constitute the core of supply chains and the high-value added growth fields. Subsidies for domestic 
location consist of the following: a subsidy provided for production bases in the fields of 
parts/materials that constitute the core of supply chains and the high-value added growth fields that 
will help to maintain employment in the future (subsidy for projects promoting domestic location - 
295 billion yen); a subsidy provided for research and development bases (subsidy for advanced 
technology demonstration and evaluation facility development, and others - 35 billion yen); and a 
subsidy required for the reconstruction from the nuclear power disaster in Fukushima Prefecture 
(subsidy for business location for the industrial recovery of Fukushima - 170 billion yen). 

The third supplementary budget was passed on November 21, 2011, the first solicitation of 
applications for the subsidy for projects promoting domestic location was started on November 29. In 
the first solicitation, 748 applications were made, and 245 of them were adopted, as a result of 
examination by a third-party committee from the perspectives of an employment-creating effect, the 
degree of concern of outflow to overseas, contribution to the reinforcement of supply chains, 
competitiveness and technology, spillover effects on local economies, and others. It is expected that 
the implementation of projects adopted in the first solicitation will induce approximately 1.26 trillion 
yen of capital investment, which amounts to six times over the amount of the subsidy, and this will 
have an effect of creating demand of approximately 4.9 trillion yen each year for supporting industries. 
In addition, the creation of employment of about 200,000 jobs is expected if the supporting industries 
are included. 
 
(2) Promoting domestic location for innovative low-carbon technology- intensive industries 
(A) Significance of innovative low-carbon technology- intensive industries 

In order to maintain and strengthen the competitiveness of Japanese industry, it is necessary to 
continue to create innovation in the field of low-carbon technology that is highly effective in reducing 
carbon dioxide, including next-generation high-capacity lithium-ion batteries for electric vehicles and 
LED lights with a luminous efficiency nearly twice that of existing fluorescent lamps. To this end, it is 
essential to accelerate innovation process from research and development to full-scale mass production 
for these globally advanced, innovative low-carbon products. In this regard, building an initial 
production line (a so-called “Line No.1”) of successfully developed innovative low-carbon products is 
indispensable in particular to the establishment of technology for full-scale mass production. However, 
the bottleneck for the innovation process is the large amount of capital investment required. Therefore, 
it is required to implement projects in which the government provide intensive support for domestic 
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investment to promote domestic location for innovative low-carbon technology-intensive industries, 
though they shall be limited to fields with the great future potential to reduce carbon dioxide, 
including LED and lithium-ion batteries, and to the case of building the initial production line. In 
addition to the aforementioned emergency measures in response to the earthquake, continuous support 
for research and development in Japan is required (Figure 4-3-3-4). 
 
(B) Outline of projects to promote domestic location for innovative low-carbon technology- 
intensive industries 

In fiscal 2011, 7.14 billion yen was appropriated in the budget as an expense required for projects to 
promote domestic location for innovative low-carbon technology-intensive industries. As a result of 
solicitation of applications, 22 applications were adopted, which were pertaining to capital investment 
for Line No.1 (initial production line) in technology fields that are important for the future low-carbon 
society, including lithium-ion batteries, solar batteries, LEDs, and components related thereto. It is 
expected that providing support for capital investment for Line No.1 (initial production line) will lead 
to the establishment of technology for full-scale mass production. Also in fiscal 2012, 7.08 billion yen 
is appropriated in the budget as an expense required for projects to promote domestic location for 
innovative low-carbon technology-intensive industries, and the projects will continue to be 
implemented (Figure 4-3-3-5, Figure 4-3-3-6). 
 
Figure 4-3-3-4  
Concept of innovative low-carbon technology-intensive industries 
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Figure 4-3-3-5  
Image of the project for promoting domestic location for innovative low-carbon technology- intensive 
industries 

Image of projectImage of project

<Requirements for subsidies>
�Innovative low-carbon products with 

high effect of reducing carbon dioxide
�Investment for initial production line 

(Line No.1)

Innovative low-carbon technology- intensive industries, including lithium-ion batteries 
and LED 
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Figure 4-3-3-6  
Adoption of the project for promoting domestic location for innovative low-carbon technology- 
intensive industries 

Nippon Chemi-Con Corporation
Manufacturing of capacitors, etc.
Yamagata Prefecture

NICHICON CORPORATION
Manufacturing of materials related to 
energy-saving information devices, etc.
Nagano Prefecture

ALPS ELECTRIC CO., LTD.
Manufacturing of parts for 
eco-friendly cars
Niigata Prefecture

Sharp Corporation
Sharp Finance Corporation
Manufacturing of materials related to 
energy-saving information devices, etc.
Mie Prefecture

Mitsui Mining & Smelting Co., Ltd.
Manufacturing of LED-related materials
Gifu Prefecture

SANYO Electric Co., Ltd.
Manufacturing of lithium-ion batteries
Hyogo Prefecture

Valious Company Limited
Manufacturing of 
LED-related materials
Hyogo Prefecture

TODA KOGYO CORP.
Manufacturing of 
lithium-ion batteries
Yamaguchi Prefecture

Yamaguchi Optical Semiconductor Research 
Center Company Limited
Manufacturing of LED light-related materials
Yamaguchi Prefecture

Elpida Memory, Inc.
Manufacturing of materials related to 
energy-saving information devices, etc.
Hiroshima Prefecture

PVG Solutions Inc.
Manufacturing of solar panels
Ehime Prefecture

SUMCO CORPORATION
Manufacturing of 
solar panel-related materials
Saga Prefecture

J-Devices Corporation
Manufacturing of materials related to 
energy-saving information devices, etc.
Oita Prefecture

Lithium-ion batteries     LED light-related     Electric vehicle-related     Solar panel-related     OthersLithium-ion batteries     LED light-related     Electric vehicle-related     Solar panel-related     Others

Source: Ministry of Economy, Trade and Industry.

Toyota Motor Tohoku Co., Ltd
Manufacturing of parts for eco-friendly cars
Miyagi Prefecture

Hi-Nergy Co., Ltd.
Manufacturing of solar panels
Iwate Prefecture

Aisin Takaoka Tohoku Co., Ltd.
Manufacturing of parts for eco-friendly cars
Miyagi Prefecture

Smart Solar International Inc.
Manufacturing of solar panel-related materials
Miyagi Prefecture

Kofu Meidensha Electric Mfg. Co., Ltd.
Manufacturing of parts for eco-friendly cars
Yamanashi Prefecture

Hitachi Vehicle Energy, Ltd.
Manufacturing of lithium-ion batteries
Ibaraki Prefecture

Toshiba Fuel Cell Power Systems Corporation
Toshiba Finance Corporation
Manufacturing of fuel cells
Kanagawa Prefecture

Kansai Catalyst Co., Ltd.
Manufacturing of lithium-ion batteries
Gifu Prefecture

FUJITSU SEMICONDUCTOR LIMITED
Manufacturing of materials related to 
energy-saving information devices, etc.
Mie Prefecture
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4. Towards creating new industries that underpin the Japanese economy 
In order for Japan to achieve sustainable economic growth in the face of the change in population 

structure and social maturation, the transformation of industrial structure through the creation of new 
industries is indispensable, and the essential point is to promote the development of an environment 
conducive to the growth of new industries. 
 
(A) Creating new industries and transforming industrial structure (from “flamingo-style 
batting” to the structure of “Mt. Yatsugatake” with various core profit centers) 

The issue regarding the transformation from the industrial structure of “flamingo-style batting,” 
which depends solely on the automobile industry, to that of “Mt. Yatsugatake” with various core profit 
centers has been addressed since the failure of Lehman Brothers. Also, in order to eliminate concerns 
about hollowing out resulting from the recent yen appreciation, the creation of new industries has 
become increasingly required. 

Looking at domestic demand, as the Japanese people are satisfied in terms of “material wealth,” 
social needs for “wealth of maturity” have been growing, creating a germ for new industries. In order 
to boost potential demand, it is essential to create industries that satisfy “wealth of maturity.” These 
industries have the potential in terms of export not only to industrialized countries in Europe and the 
U.S., whose economies are matured the same as Japan, but also to Asia, emerging countries and other 
areas, which are expected to grow toward social maturity. 

The Japanese enterprises have historically developed potential demand through innovation so far. 
For example, in the 2000s the advent of innovative products, such as liquid crystal display televisions 
(LCD TVs) and digital cameras, have given an impetus to saturated domestic demand (Figure 
4-3-4-1). 

Innovation that develops such potential demand and the promotion of deregulation will create a 
“virtuous cycle of domestic demand expansion” consisting of: (A) enhancing the generation of added 
value by enterprises; (B) expanding high-quality employment and improving labor income; (C) 
overcoming anxiety over the future; (D) revitalizing domestic consumption; and (E) shaking off 
deflation. To this end, it is vital that fields that will boost potential domestic demand in the future and 
have great potential for growth to be developed as pillars for new industries (Figure 4-3-4-2). 
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Figure 4-3-4-1  
Creation of potential demand (shipment amount of TVs and cameras) 
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Source: Ministry of Economy, Trade and Industry.  

Figure 4-3-4-2  
Virtuous cycle of domestic demand expansion 

Shaking off deflation
� Improving expected growth rate

Expanding 
high-quality employment

� Improving labor income

Overcoming anxiety 
over the future

Revitalizing 
domestic consumption

Promoting innovation to develop potential demand
(Health-care, new-energy, child-rearing, etc.)

� Enhancing the generation of added value 
by enterprises

Image of 
virtuous cycle of 
domestic demand 
expansion

Source: Ministry of Economy, Trade and Industry.  

(B) Three growth industry fields 
Considering future growth fields, significant growth is expected in three fields. The first is the 

industries that are designed to solve the problems confronting the Japanese society (problem 
solution-type industries). Compared to the rest of the world, an aging society with fewer children is 
progressing rapidly in Japan, emphasizing the need to expand healthcare services related to medical 
care and child-rearing services. Meanwhile, it is also possible to expand sales into Asia and other 
overseas areas. The export industry can emerge in the medical equipment field if excellent technology 
owned by small and medium-sized manufacturing enterprises is utilized. Furthermore, as there has 
been a growing need to restrict energy in Japan since the earthquake, the promotion of energy 
conservation and new energy use is absolutely required. The government will provide support for new 
growth fields, including the development of such equipment as storage batteries and the creation of 
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new business toward the full-scale introduction of smart community (Figure 4-3-4-3). 
 
Figure 4-3-4-3  
Smart community image 
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Figure 4-3-4-4  
Outline of a bill concerning the promotion of responses to economic and social problems 

Outline of measures

Outline of the bill

• Machine and equipment related to renewable energy, energy conservation 
and others, and the parts/materials thereof (including solar power 
generation equipment, electric vehicles, storage batteries, and carbon fiber)

• Products which contribute to increasing or maintaining the working 
population in such fields as support for child-rearing and family nursing 
care, and maintenance and promotion of health (including nursing care 
robots, tailor-made prosthetic joints, and medical diagnostic equipment)

Financial support (To facilitate the implementation of projects, the government provides the approved operators of projects with support measures for fund-raising, including special 
provisions of the Small Business Credit Insurance Act, two-step loans by designated financial institutions, and debt guarantee by the Organization for Small & 
Medium Enterprises and Regional Innovation.)

Examples of specified products

Support measures for approved specified project plans

Examples of specified services
• Services which contribute to responding to or easing restrictions in energy use in such fields as 

reduction of energy consumption and load leveling (including energy management such as 
BEMS/HEMS, management for peak-cut of electric power, cogeneration, and services for quick charge 
of electric vehicles)

• Products which contribute to increasing or maintaining the working population in such fields as support 
for child-rearing and family nursing care, and maintenance and promotion of health (including school 
child services that conduct childcare, study guidance, and transportation in an integrated manner and in 
collaboration among different industries; exercise guidance and meal delivery services in collaboration 
with medical institutions; and vocational capacity building services) 

Specified projects

Specified products/specified services

The relevant minister formulates basic policies and guidelines for each project (consideration on employment management and consultation with the organizations concerned with 
respect to the collaboration across different fields)

� The relevant minister approves plans pertaining to specified projects and implements the following support measures:

In order to promote projects for responding to economic and social problems, which have increased its importance with the 
increasing necessity to respond to new problems concerning the sustainable growth of the Japanese economy and society, the 
government will take measures to facilitate the raising of funds necessary for the implementation of the projects, and measures aimed 
at developing demand for specified products and specified services.

Measures for demand development
Support by demand development support corporations (To promote the demand development of specified products and specified services, the government will take such 

measures as: providing guarantees for portions of remaining lease amounts, to lease companies that are unable to collect the lease payments for specified products 
due to such factor as corporate bankruptcy; and conducting the quality evaluation and information provision in relation to specified products or specified services.)

Specified products or specified services mean, among products or services which contribute to responding to new problems (including responding to restrictions 
in energy use, increasing or maintaining the working population, and other problems that are important in particular for the sustainable growth of the Japanese 
economy and society), those whose demand development is necessary for the sound development of the national economy.

Specified projects means, among projects engaging in such matters as manufacturing specified products and providing specified services, those which contribute 
in particular to the development and improvement of industrial activities in Japan through such methods as utilizing advanced technology, collaborating across 
different business fields in an organized manner, and managing appropriately customer information.

Source: Ministry of Economy, Trade and Industry.  

Figure 4-3-4-5  
Overseas development of creative industry 

To the world

<Overseas development of creative industry>
1. Promoting overseas sales activities related to Cool Japan

<Business descriptions>
• FS research
• Test marketing
• Advertising and publication
• Business matching and others

<Priority markets>
• Asia (China, India and South East Asia)
• Europe and the U.S.
• Brazil and others

2. Developing business environment overseas through dialogue 
between governments and international public-private dialogue
• Conclusion of memorandum of understanding regarding 
strengthening cooperation for the creative industry with 
foreign governments, and others

Source: Ministry of Economy, Trade and Industry.

From Japan (A) Promoting sales activities
(establishing business model)

(A) Promoting sales activities
(establishing business model)

Public-private collaboration

(B) Developing environment 
overseas

 

With the aim of supporting the creation of these problem solution-type industries, a “Bill for 
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Promoting Business Addressing Socioeconomic Problems” is currently submitted to the Diet, and the 
government will develop pillars for new industries through financial support and other methods 
(Figure 4-3-4-4). 

The second is the industries that utilize matured Japanese culture and sensitivity (creative industry), 
as discussed earlier, can be a great strength in future Japan (figure 4-3-4-5). 
 
Figure 4-3-4-6  
Three growth industries 

イノベーションを創造する人材の育成 成長資金（リスクマネー）の供給

－我が国のクリエイティブ産業は潜在力大
－クールジャパン、観光、文化の政策融合によ
る輸出産業化・地域活性化

＜ クリエイティブ産業＞ ＜ 先 端 産 業 ＞

少子高齢化・エネルギー制約という
課題を解決し、潜在内需を掘り起こし

＜ 課題解決型産業 ＞

【ヘルスケア産業】 【新たなエネルギー産業】

－先端産業の強みの源泉である研究開発は
小粒化・短期化

－革新的技術の実用化に向けた各省連携の
仕組みの構築、国際標準化の推進

IT活用、公共データ開放

医療機器

医療周辺サービス

2020年 世界市場規模
約25兆円

再生医療

2020年 世界市場規模
約8700億円

（例：人工関節）

（例：培養表皮）

（例：リハビリ支援サービス）

2020年 国内市場規模
約50兆円

子育て支援サービス

2020年 国内市場規模 4.9兆円

（例：民間学童サービス）

次世代自動車

BEMS/HEMS

風力発電

太陽光発電

蓄電池

2020年 乗用車新車販売の
最大５０％（国内市場目標）

スマートメーター

2020年 世界市場規模約200兆円

地熱発電

メタンハイドレード

炭素繊維

2035年 将来市場規模
9.7兆円

2020年 約12万5千トン/年
（2010年の4.5倍）

航空機産業

宇宙産業

2030年 世界市場のう
ち3兆円を獲得

2020年 世界市場規模 40兆円

部素材産業

ロボット

伝統工芸品

観 光

農 業

（植物工場）

ファッション

2020年 世界市場のうち8～11兆円を獲得

（香川県直島
「大竹伸朗『はいしゃ』」）

（石川県金沢市東茶屋街）

（おもてなし）

（例：熊野の筆）

クリエイティブシティ
・まちづくり

－団塊世代の高齢化が更に進むここ
数年間が正念場

－社会的規制・制度改革への本格的
取組みにより、ﾍﾙｽｹｱｻｰﾋﾞｽ等の拡
充と医療機器などの輸出産業化を
推進

－住宅・建築物の省エネを推進し、
新たな需要を創出。蓄電池を戦略
産業として支援

－再生可能ｴﾈﾙｷﾞｰ導入拡大に向け、
規制・制度改革を実行。ｽﾏｰﾄｺﾐｭﾆ
ﾃｨを実証から導入へと進化させて
いく中で、新たなビジネスを創出

超薄板ガラス

2020年
国内市場規模
2.4兆円

電池材料

2015年世界市場
規模 1.1兆円

（リチウムイオン電池、
革新型蓄電池材料）

レアアース磁石

※市場規模は、産業毎に推計方法が異なる 次世代半導体

中小・小規模企業の潜在力強化

コンテンツ

©2012 Pokémon. ©1995-2012 Nintendo/Creatures Inc./GAME FREAK inc.

ChildChild--rearing support servicesrearing support services
(e.g. private child services)

Domestic market size of 
4.9 trillion yen in 2020

Medical careMedical care--related servicesrelated services
(e.g. rehabilitation support service)

Domestic market size of 
about 50 trillion yen 
in 2020

Medical equipmentMedical equipment
(e.g. prosthetic joints)

Global market size of 
about 25 trillion yen 
in 2020

Regenerative medicineRegenerative medicine
(e.g. cultured epidermis)

Global market size of 
about 870 billion yen in 2020

< Problem solution< Problem solution--type type 
industries>industries>

Boosting potential domestic demand by solving Boosting potential domestic demand by solving 
issues of an aging society with fewer children and issues of an aging society with fewer children and 
energy restrictionsenergy restrictions

<Healthcare industries><Healthcare industries>

— As baby boomers age further, these several 
years are a critical point.

— The expansion of healthcare services, etc. 
and development of export industry of 
medical equipment, etc. will be promoted 
through full-fledged efforts toward reforms 
of social regulations and systems.

<New energy industries><New energy industries>
— To create new demand, energy conservation 

for housing and building will be promoted. 
The government will position storage batteries 
as a strategy industry and provide support for it.

— To expand the introduction of renewable 
energy, regulatory and institutional reforms 
will be carried out. To create new business, 
the development of smart community will be 
shifted from a demonstration stage to 
the actual introduction. 

Global market size of about 200 trillion yen in 2020

Solar power generationSolar power generation

Storage batteriesStorage batteries

BEMS/HEMSBEMS/HEMS

Smart metersSmart meters

Geothermal power Geothermal power 
generationgeneration

Wind power Wind power 
generationgeneration

Methane hydrateMethane hydrate

FashionFashion

ContentsContents
Creative City/Creative City/

town developmenttown development

<Creative industries><Creative industries>
— The creative industries of Japan have great potential.
— Promotion of export industry and regional revitalization through a 

policy collaboration between the domains of Cool Japan, tourism 
and culture.

AgricultureAgriculture
Acquiring 8-11 trillion yen in the global markets in 2020

Traditional crafts

(Plant factory)

* Method of forecasting market size 
differs in each industry.

(e.g. Brush of Kumano)

(Characteristic Japanese 
“omotenashi” service)

(Higashi Chaya District, 
Kanazawa City, 

Ishikawa Prefecture)
TourismTourism

RobotsRobots

(“Haisha” by Shinro Ohtake
in Naoshima island, 

Kagawa Prefecture)

Next generation vehiclesNext generation vehicles

Up to 50% of new car sales in 2020 
(domestic market target)

<Leading<Leading--edge industries>edge industries>
—— Research and development, which is the source of strength Research and development, which is the source of strength 

in leadingin leading--edge industries, has become smaller in size and edge industries, has become smaller in size and 
shorter in time.shorter in time.

—— To encourage the commercialization of innovative To encourage the commercialization of innovative 
technology, the government will establish schemes for the technology, the government will establish schemes for the 
collaboration between ministries and promote international collaboration between ministries and promote international 
standardization.standardization.

Space industry

Global market size of 40 trillion yen in 2020

Battery materialsBattery materials

Aircraft industryAircraft industry

Acquiring 3 trillion yen 
in the global market in 2030

Carbon fiberCarbon fiber

About 125,000 tons per year in 2020
(4.5 times over 2010)

Parts/materials industriesParts/materials industries
Rare earth magnetRare earth magnet

Super-thin sheet glass

Domestic market size of 
2.4 trillion yen in 2020

Next generation semiconductorUtilizing IT, disclosing public dataUtilizing IT, disclosing public data

Strengthening the potential power of Strengthening the potential power of SMEsSMEs and smalland small--scale enterprisesscale enterprises

Developing human resources to create innovationDeveloping human resources to create innovation Providing growth funds (risk money)Providing growth funds (risk money)

Source: Ministry of Economy, Trade and Industry.

Future market size of 
9.7 trillion yen in 2035

Global market size of 
1.1 trillion yen in 2015

(Lithium-ion batteries, 
materials for innovative 

storage batteries)

The third is the leading-edge industries, including next generation vehicles, the aircraft and space 
industries, and these industries can lead to creation of new industries over the long-term. It is 
necessary to create innovative technology, rather than extending existing technology, and establish a 
system toward commercialization. Also, the government will promote international standardization in 
order to “win both in terms of technology and business” (Figure 4-3-4-6). 

While the development of new industries shall be promoted as discussed above, global competition 
has been increasingly fierce, and weakening locational competitiveness of Japan has led to growing 
concern of hollowing out. Therefore, in addition to creating new industries, the government is called 
on to address the issue of hollowing out by providing subsidies for domestic location and others and 
also to develop a world-class business environment through such method as promoting economic 
partnership. Japan is approaching a critical point. At this very point of time, the implementation of 
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diverse measures is required. 
 
Conclusion 
(Outline of the world economy) 

Since the second half of 2011, the world economy as a whole has slowed down due to such factors 
as the deteriorating European debt crisis and rising concern of the slowing U.S. economy, and the 
effect of monetary restraint in emerging countries. There was concern that the impact of the European 
debt crisis spread to the world, mainly emerging countries, in terms of trade and finance. However, the 
impact has been limited at present, compared to the world economic crisis from 2008 to 2009. 

Entering 2012, thanks to a series of policy responses to the European debt crisis, the markets has 
regained stability to a certain extent, and, reflecting favorable weather factors and others, some 
economic indicators for the U.S. economy have shown positive signs. However, future uncertainty for 
the world economy has yet to be eliminated. In addition to the immediate tasks of fiscal reconstruction 
and recapitalization of banks, Europe has a structural problem of widening difference in 
competitiveness between countries, and a possible recurrence of the European debt crisis is still a large 
risk factor. Also, there is a need to keep a vigilant watch on the trends of the U.S. economy, which 
lacks strength in terms of housing markets and employment. In addition, attention should be given to 
the Chinese economy, which has shown signs of slowing down, as well as market trends for crude oil 
prices and other resource prices. 
 
(Trade environment surrounding Japan in 2011) 

For Japan, the year 2011 has seen a series of historical events, which had a large impact on the trade 
environment. The damage caused by the Great East Japan Earthquake in March disrupted supply 
chains which had been built by the Japanese enterprises, and its impact spread not only in Japan, but 
also to the rest of the world. The yen appreciated in around summer, and the exchange rate of the yen 
against the dollar recorded an all-time high at the end of October. After the summer the European debt 
crisis deteriorated, and the slowing world economy exerted downward pressure on Japan’s export. In 
October, the historical great flood in Thailand caused large damage to Japanese enterprises in Thailand 
and its supply chains. The trade balance of Japan for 2011 recorded a trade deficit for the first time in 
31 years on a calendar year basis. Under such circumstances, renewed concern about the hollowing 
out of industry emerged. 
 
(Trade and investment structure and its change in Japan) 

The trade structure of Japan has changed significantly since entering the 2000s. With the 
development of the Japanese enterprises’ overseas activities, integration has deepened with respect to 
the international division of production mainly in East Asia, causing intermediary goods trade to 
increase greatly both in export and import. Thus, the ratio of export value to GDP, which had remained 
at about 10%, has risen to approximately 15%. Industrial structure which had formerly been called a 
“full-set type” has undergone change, and both the procurement of intermediary goods by way of 
import and the production inducement by external demand have become increasingly important for 
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domestic production. However, when compared to Germany, the degree of integration in the 
international division still remains at a low level. 

The great flood in Thailand, together with the great earthquake in March, has left vivid impressions 
about the spread of supply chains that had been built by the Japanese enterprises and close ties 
between the Japanese economy and the international division structure in East Asia. Subsequently, 
with the rapid progress in the recovery of supply chains, production in the areas has recovered to the 
former level, and the areas remain attractive in terms of business locations. However, there has been a 
movement toward the review of suppliers for the diversification of risk. 
 
(Constructive issues that have arisen from trade deficit for the first time in 31 years and 
historical appreciation of the yen) 

The fact of Japan’s first trade deficit in 31 years symbolized the difficult trade environment for 
Japan in 2011. About one half of the factors is attributable to a rise in import prices, while the other 
half is caused by a decrease in export volume and an increase in import volume. Specifically, the trade 
deficit was recorded mainly because: the crude oil prices soared, as the political situation has become 
unstable in the Middle East since the end of 2010; and, despite this, import volume of LNG, an 
alternative fuel for the crude oil, increased. Apart from these major factors, other factors include a 
decrease in export volume resulting primarily from supply restriction by the great earthquake, 
historical appreciation of the yen, and the slowing world economy. 

The historical appreciation of the yen in 2011 was one of the factors of concern for the hollowing 
out in Japan. During the yen's appreciation this time, as import prices surged because of the soaring 
resource prices, the higher yen was not accompanied by improved terms of trade. It appears that the 
simultaneous occurrence of the appreciation of the yen and the deteriorating terms of trade has had a 
large negative impact on profitability of export enterprises in Japan. The trend of deteriorating terms 
of trade is stronger in South Korea, and export prices from South Korea have been falling greatly. This 
suggests that the intensifying competition as a result of the emergence of East Asian countries, mainly 
South Korea, have forced Japanese export enterprises to engage in a severe price war. Meanwhile, in 
Germany, both export and import prices have been stable, and there is no significant decline in 
profitability of export enterprises. It is presumed that one of the factors is German enterprises’ strategy 
of securing a certain level of export prices by way of the differentiation in terms of technology and 
brands, rather than being involved in a price war. This could be one of elements in strengthening 
profitability of each enterprise and building strong economic structure that is not susceptible to the 
surge in resource prices and exchange rate fluctuation. 
 
(Advancing development of Japanese enterprises’ overseas business and seizing growth 
opportunities) 

The development of Japanese enterprises’ overseas business has expanded its domain and evolved 
from the existing scheme of large-scale manufacturing enterprises’ developing global supply chains. 
SMEs and mid-sized enterprises also actively engage in export and foreign direct investment, and the 
industries which have been called the “domestic demand-type” so far, including non-manufacturing 
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industries, are also aggressively working on overseas business activities. A regional analysis reveals 
that the share of investment to North America and Europe is on a decreasing trend, and investment by 
China and other countries to Asia has been increasing rapidly. Reflecting an increase in importance of 
these areas as markets, the wholesale industry and service industry, and the wholesale business within 
the manufacturing industry have been developing overseas business. 

Meanwhile, there has been a growing sense of awareness about the deteriorating business 
environment called the “six handicaps” in Japan, and there has been a movement toward the 
enhancement of foreign direct investment by Japanese enterprises, including foreign M&A, leading to 
growing concern about the hollowing out of industry. Generally speaking, in most cases a relation 
between foreign direct investment and domestic business activities is considered to be complementary, 
rather than alternative, and the argument that foreign direct investment is decreasing domestic 
production and employment does not sound persuasive at this point. However, in cases where the 
growth potential of the Japanese economy diminish in the future and the transitioning to new 
employment opportunities is impeded, attention should be given to the possibility that concern about 
the phenomenon of hollowing out, in which domestic business activities are switched to overseas, 
could become a reality. On the other hand, the development of overseas business improves efficiency 
in allocating resources within enterprises, creates spillover in technology and know-how, and 
heightens incentives for research and development, providing opportunities for domestic business to 
improve productivity and promote innovation. There is a chance that spreading the base of overseas 
business development will give rise to new growth opportunities. 
 
(Possibility of overseas business development by service industry) 

Focusing on the service industry in Japan, its values of export and import are not large compared to 
major countries, and its trade balance is recording a deficit. However, there are signs of changes, as 
seen in the fact that the margin of the deficit is on the decreasing trend, and the balance for Asia has 
already swung to the black. In recent years, in the service industry there are cases of receiving a 
certain level of praise overseas by way of the differentiation based on the value unique to Japan. This 
suggests that intangible value, including know-how and brand, which has been built by the Japanese 
service industry, has the potential to be disseminated to overseas. Furthermore, there is an expectation 
that tie-ups between the service functions and the manufacturing industry will lead to the production 
of high-value added products and the enhancement of competitive advantage. 
 
(Measures by Germany and South Korea to develop business environment) 

The development of domestic business environment is indispensable to channel overseas business 
development to domestic growth potential. In this regard, Japan can learn from measures by Germany 
and South Korea. Germany not only enjoyed the benefit of the single market with no exchange risk 
within the EU, but also worked on developing business environment through such methods as 
reforming labor markets, reducing corporate taxes and promoting research and development, and this 
has contributed to reinforcing the competitive edge of German enterprises. South Korea also actively 
supported overseas business activities of domestic enterprises, including large enterprises and SMEs, 
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and its presence in overseas markets has been heightened. At the same time, it has aggressively 
supported the advancement of domestic industry, while improving business environment through such 
methods as reducing corporate taxes, promoting free trade agreements, and encouraging business 
start-ups. Japan also has been striving to reinforce the competitive edge of Japanese enterprises, 
through an effort to improve business environment by promoting economic partnership and providing 
subsidies for location, and by methods such as reducing by 5% the effective corporate tax rate in fiscal 
2011 revision of the tax system. However, apart from the measures mentioned above, foreign countries 
are implementing various other measures, and Japan has much to learn from them. 
 
(Epilogue: today's significance of trading nation) 

The term “trading nation” is commonly used today. However, the term originally represented one of 
the concepts presented in discussing the direction of post-war reconstruction, and the concept was 
based on the theory to solve economic issues of a country on a worldwide basis. Economic issues of a 
country can change according to times. The 1976 White Paper has a certain amount of statements 
concerning “trading nation.” It states that, in order to pursue the stable development of the Japanese 
economy and ensure the improvement of people’s lives, the stable development of trade is 
indispensable. It also states that Japan should respond to economic trends both at home and abroad in a 
dynamic manner… it is required to establish a more sophisticated relationship of international division 
of labor, and this is a path for Japan, a trading nation, to take. 

The year 2011 turned to be a year of trade environment of difficulty that Japan has seldom 
experienced. However, despite such a circumstance, efforts are spreading to channel growth potential 
into Japan by disseminating the value unique to Japan to overseas through goods and services. It is 
hoped that this white paper will help deepen the understanding of today's significance of the “trading 
nation.” 
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